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package to the direct training services
cost category.

(4) Profits, fees, and other revenues
earned by a subrecipient that are in ex-
cess of actual costs incurred, to the ex-
tent allowable and consistent with the
guidelines on allowable costs pre-
scribed by the Governor in accordance
with § 627.435(i). Cost principles and al-
lowable costs, may be allocated to all
three cost categories based on the pro-
portionate share of actual costs in-
curred attributable to each category.

§ 627.445 Limitations on certain costs.

(a) State-administered programs.—(1)
Services for older individuals. Of the
funds allocated for any program year
for section 202(c)(1)(D) of the Act to
carry out activities pursuant to section
204(d) of the Act—

(i) Not less than 50 percent shall be
expended for the cost of direct training
services; and

(ii) Not more than 20 percent shall be
expended for the cost of administra-
tion.

(2) State education services. Of the
funds allocated for any program year
for sections 202(c)(1)(C) and 262(c)(1)(C)
of the Act to carry out activities pur-
suant to section 123(d)(2)(B) of the
Act—

(i) Not less than 50 percent shall be
expended for the cost of direct training
services; and

(ii) Not more than 20 percent shall be
expended for the cost of administra-
tion.

(3) The limitations specified in para-
graph (a)(2) of this section shall apply
to the combined total of funds allo-
cated for sections 202(c)(1)(C) and
262(c)(1)(C) of the Act.

(b) SDA allocations. (1) In applying
the title II–A and II–C cost limitations
specified in section 108(b)(4) of the Act,
the funds allocated to a service deliv-
ery area shall be net of any:

(i) Transfers made in accordance with
sections 206, 256, and 266 of the Act; and

(ii) Reallocations made by the Gov-
ernor in accordance with section 109(a)
of the Act.

(2) The limitations specified in para-
graph (b)(1) of this section shall apply
separately to the funds allocated for
title II–A and title II–C programs.

(3) The title II–B administrative cost
limitation of 15 percent shall be 15 per-
cent of the funds allocated for any pro-
gram year to a service delivery area,
excluding any funds transferred to title
II–C in accordance with section 256 of
the Act (section 253(a)(3)).

(c)(1) The State shall establish a sys-
tem to regularly assess compliance
with the cost limitations including
periodic review and corrective action,
as necessary.

(2) States and service delivery areas
shall have the 3-year period of fund
availability to comply with the cost
limitations in section 108 of the Act
and paragraphs (a) and (b) of this sec-
tion (section 161(b)).

(d) Administrative costs incurred by
a community-based organization or
non-profit service provider shall not be
included in the limitation described in
section 108(b)(4)(A) of the Act if:

(1) Such costs are incurred under an
agreement that meets the require-
ments of section 141(d)(3)(C) (i) and (ii)
of the Act;

(2) The total administrative expendi-
tures of the service delivery area, in-
cluding the administrative expendi-
tures of such community-based organi-
zations or non-profit service providers,
do not exceed 25 percent of the funds
allocated to the service delivery area
for the program year of allocation; and

(3) The total direct training expendi-
tures of the service delivery area, in-
cluding the direct training expendi-
tures of such community-based organi-
zations or non-profit service providers,
is equal to or exceeds 50 percent of the
funds allocated to the service delivery
area for the program year less one-half
of the percentage by which the total
administrative expenditures of the
service delivery area exceeds 20 per-
cent. For example, if the total adminis-
trative expenditures of the service de-
livery area is 24 percent, then the total
direct training expenditures of the
service delivery area must be at least
48 percent.

(e) The provisions of this section do
not apply to any title III programs.

(f) The provisions of this section do
not apply to any designated SDA which
served as a concentrated employment
program grantee for a rural area under
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the Comprehensive Employment and
Training Act (section 108(d)).

§ 627.450 Program income.
(a) Definition of program income. (1)

Program income means income re-
ceived by the recipient or subrecipient
that is directly generated by a grant or
subgrant supported activity, or earned
only as a result of the grant or
subgrant. Program income includes:

(i) Income from fees for services per-
formed and from conferences;

(ii) Income from the use or rental of
real or personal property acquired with
grant or subgrant funds;

(iii) Income from the sale of commod-
ities or items fabricated under a grant
or subgrant;

(iv) Revenues earned by a govern-
mental or non-profit service provider
under either a fixed-price or reimburs-
able award that are in excess of the ac-
tual costs incurred in providing the
services; and

(v) Interest income earned on ad-
vances of JTPA funds.

(2) Program income does not include:
(i) Rebates, credits, discounts, re-

funds, etc., or interest earned on any of
them, which shall be credited in ac-
cordance with § 627.435(d), Cost prin-
ciples and allowable costs;

(ii) Taxes, special assessments, lev-
ies, fines, and other such governmental
revenues raised by a recipient or sub-
recipient; or

(iii) Income from royalties and li-
cense fees for copyrighted material,
patents, patent applications, trade-
marks, and inventions developed by a
recipient or subrecipient.

(3) Property. Proceeds from the sale of
property shall be handled in accord-
ance with the requirements of § 627.465
of this part, Property management
standards.

(b) Cost of generating program income.
Costs incidental to the generation of
program income may be deducted, if
not already charged to the grant, from
gross income to determine program in-
come.

(c) Use of program income. (1)(i) A re-
cipient or subrecipient may retain any
program income earned by the recipi-
ent or subrecipient only if such income
is added to the funds committed to the
particular JTPA grant or subgrant and

title under which it was earned and
such income is used for that title’s pur-
poses and under the terms and condi-
tions applicable to the use of the grant
funds.

(ii) A State may use interest it earns
on JTPA funds, deposited by the Unit-
ed States to the State’s account, to
satisfy the requirement at 31 U.S.C.
6503(c) that the State pay interest on
such deposits.

(iii) The classification of costs in
§§ 627.440 and 631.13 shall apply to the
use of program income.

(iv) The administrative cost limita-
tion in §§ 627.445 and 631.14 shall apply
to the use of program income, except
that program income used in accord-
ance with paragraph (c)(1)(ii) of this
section shall be exempt from the ad-
ministrative cost limitations.

(2) Program income generated under
title II may also be used to satisfy the
matching requirement of section 123(b)
of the Act.

(3) Program income shall be used
prior to the submission of the final re-
port for the funding period of the pro-
gram year of funds to which the earn-
ings are attributable.

(4) If the subrecipient that earned
program income cannot use such in-
come for JTPA purposes, the recipient
may permit another entity to use the
program income for JTPA purposes.

(5) Program income not used in ac-
cordance with the requirements of this
section shall be remitted to the De-
partment of Labor.

(d) Program and other income after the
funding period. Rental income and user
fees on real and personal property ac-
quired with JTPA funds shall continue
to be JTPA program income in subse-
quent funding periods. There are no
Federal requirements governing the
disposition of all other income that is
earned after the end of the funding pe-
riod.

§ 627.455 Reports required.
(a) General. The Governor shall re-

port to DOL pursuant to instructions
issued by DOL. Reports shall be sub-
mitted no more frequently than quar-
terly, in accordance with section 165(f)
of the Act, and within 45 calendar days
after the end of the report period. Addi-
tional reporting requirements for title
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